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E.O. 11652: N/A 
TAGS: EFIN, NL 

SUB J : CENTRAL BANK CUTS RATE 
REF: BRUSSELS 01 15, THE HAGUE 0028 

1 . CLOSELY FOLLOWING BELGIAN NATIONAL BANK ACTION OF JANUARY 5, 
NETHERLANDS BANK HAS REDUCED ITS DISCOUNT RATE A FULL 
PERCENTAGE POINT TO 5 PERCENT EFFECTIVE JANUARY 7. ALTHOUGH 
MOVE HAD BEEN ANTICIPATED. TIMING AND EXTENT OF REDUCTION 
CAUSED SOME SURPRISE. 

2. UPWARD PRESSURE ON GUILDER IN FOREIGN EXCHANGE MARKETS WAS 
PRIMARY REASON BEHND ADJUSTMENT. DOMESTIC CAPITAL MARKET 
CONDITIONS WERE NOT SUCH AS TO INDICATE A REDUCTION. 
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THIS CHANGE IS EITHTH IN LSS THAN ONE YEAR, NEARLY ALL OF 
WHICH WERE MADE FOR REASONS OF FOREIGN EXCHANGE POLICY. 

3. ADJUSTMENT OF DISCOUNT RATE OPENS A SECOND FRONT IN CAMPAIGN 
AGAINST APPRECIATION OF GUILDER BEGUN WITH REOPENING OF DUTCH 
MARKET TO FOREITN BORROWERS LAST WEEK (REF. B.). GUILDER STRENGTH 
RESULTS FROM STRONG BOP SURPLUS AS WELL AS INTEREST RATE DIFFERENTIALS. 
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DUTCH POLICY MAKERS ARE CONCERNED THAT APPRECIATION OF GUILDER WILL 
HANDICAP EXPORT INDUSTRIES AND WEAKEN ECONOMIC RECOVERY. 
MCCLOSKEY 
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